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TAGS: PEOR, EEIN 

SUBJ: SAUDI ARABIAN GOVERNMENT PAYS OEF YARG DEBT 

BEGIN SUMMARY: SAG PAYS OFE YAR DEBT, UPPING AID DIS- 
BURSED TO YAR THIS YEAR. END SUMMARY 

1. SANA NEWSPAPPER AL-THAWRA ANNOUNCED ON 4 EEB. THAT SAG 
HAD AGREED TO PAY INTEREST AND PRINCIPLE OE $10 MILLION 
1970 LOAN TO YARG EROM BANK OE HOLLAND. 

2. NEWSPAPER QUOTED ASNAJ AS THANKING SAG EOR "LAVISH" 

AID AND SUBSEQUENTLY, CABINET VOTED SPECIAL THANKS TO 
SAG EOR PICKING UP TAB. 

3. ACTUALLY WHAT IS INVOLVED, ACCORDING TO JAGHMAN, IS 
TWO LOANS WHICH DUTCH BANK IN JIDDA MADE TO YARG AT SAUDI 
REQUEST IN PERIOD PRIOR TO RESUMPTION DIPLOMATIC 
RELATIONS IN 1970. SAUDIS, APPARENTLY, PREEERRED 

INDIRECT EINANCING TO DIRECT GRANT IN INTERIM PERIOD 
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AND BETWEEN GOVERNMENTS WAS STILL IN PROCESS. SAG 

NOT ONLY GUARANTEED LOAN, HOWEVER, BUT IT WAS CLEAR THAT 

THEY WOULD ALSO PAY IT. COST OF LOANS, WITH INTEREST, 

IS CLOSER TO $15 MILLION, SAID JAGHMAN. 

COMMENT PAYMENT OE LOAN BY SAG MEANS LITTLE IN REAL 
TERMS TO YARG BUT EOR SAUDIS IT RAISES WHAT THEY ARE 
PUTTING ON TABLE AS YARG BUDGET SUPPORT THIS YEAR EROM 
$60 TO $75 MILLION. PSYCHOLOGICALLY, SAG MOVE WILL 
HAVE VERY GOOD EEEECT HERE, AS SYMBOL THAT RELATIONS 
ARE BACK ON TRACK AND GAINING SPEED. THIS IS IMPORTANT 
BECAUSE PROJECT AID OE SAUDIS, WHILE PROMISED AT LEVELS 
WHICH EXCEED $1 BILLION, NEVERTHELESS HAS BEEN HARD 
TO CRANK UP. WE ESTIMATE THAT DISBURSEMENTS IN THIS 
CATEGORY MAY BE AS LOW AS $20 MILLION THIS FISCAL YEAR. 
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